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FOREMPAD 

Ina rapidly changing global trade environment, the international competitiveness of Canadian industry 
is the key to growth and prosperity. Promoting improved performance by Canadian firms in the global 
marketplace is a central element of the mandates of Industry, Science and Technology Canada and 
International Trade Canada. This Industry Profile is one of a series of papers in which Industry, 
Science and Technology Canada assesses, in a summary form, the current competitiveness of 
Canada’s industrial sectors, taking into account technological, human resource and other critical 
factors. Industry, Science and Technology Canada and International Trade Canada assess the most 
recent changes in access to markets, including the implications of the Canada-U.S. Free Trade 
Agreement. Industry participants were consulted in the preparation of the profiles. 

Ensuring that Canada remains prosperous over the next decade and into the next century is 
a challenge that affects us all. These profiles are intended to be informative and to serve as a basis 
for discussion of industrial prospects, strategic directions and the need for new approaches. 
This 1990-1991 series represents an updating and revision of the series published in 1988-1989. 
The Government will continue to update the series on a regular basis. 


Michael H. Wilson 


Minister of Industry, Science and Technology 
and Minister for International Trade 


Introduction 

The Canadian seafood and marine products industry 
comprises firms engaged primarily in the processing and 
marketing of fish, shellfish and marine plants and animals as 
well as of by-products such as fish meal and fish oil. The 
industry may be divided geographically into east (Atlantic) 
coast, west (Pacific) coast and freshwater (inland) commercial 
fisheries. Establishments process fish taken by Canadian fish 
harvesters, produced by Canadian aquaculture (fish farming) 
operations or imported from foreign suppliers for further 
processing in Canada. Imported finished product is also 
marketed by the Canadian industry to complement its own 
product line. 

Fish is perceived as being a healthful food. This perception 
is expected to sustain the growth in per-capita fish consump- 
tion since the late 1980s. Canadians in 1989 ate an estimated 


7 kilograms of fish, which is low relative to the 70 kilograms 
of red meat and 28 kilograms of poultry consumed per capita 
that year, but is approximately double the world average. ' 

Canada, with the world’s longest coastline and second- 
largest continental shelf, has important sovereign interests 
in three bordering oceans. In addition, some 7.5 percent of 
Canada’s land surface is covered by fresh water, which 
represents 16 percent of the world’s total surface area of 
fresh water. 

The Canadian seafood and marine products industry is a 
major world exporter of such products. It provides hundreds 
of small communities with an important source of jobs and 
resources. The industry had a national output in 1990 worth 
about $3.3 billion, less than 1 percent of the gross domestic 
product (GDP). However, the industry's economic importance 
in the regions where its activities are concentrated is much 


'Source: Apparent Per Capita Food Consumption in Canada, Parts | and ll, Statistics Canada Catalogue Nos. 32-229 and 32-230, annual. 


greater than this value suggests. In Newfoundland, where 
fishing and fishery processing provide the primary economic 
base for many communities, the industry accounts for 20 per- 
cent of the gross provincial product (GPP). The fishery pro- 
cessing industries in both Prince Edward Island and Nova 
Scotia in 1989 accounted for 16 percent of the GPP, in New 
Brunswick 5 percent, in British Columbia 3 percent, and in 
Quebec less than 1 percent. In the Northwest Territories, the 
northern regions of the Prairie provinces and some communi- 
ties in all the coastal provinces, the commercial fishery is 
one of the few, and often the principal, economic activities 
available to many people, including some members of the 
Aboriginal population. 

This profile is one of six that describe the fishery 
processing industry: 


e Seafood and Marine Products — Overview 

e Seafood and Marine Products — East Coast 

e Seafood and Marine Products — West Coast 
e Seafood and Marine Products — Freshwater 
e Fish Meal and Fish Oil 


e Aquaculture 


Structure and Performance 


Structure 

The Canadian fishery products processing industry com- 
prises firms that prepare and market fish, shellfish and aquatic 
plants harvested from oceans off Canada’s Atlantic and Pacific 
coasts as well as from inland freshwater lakes. These three 
fisheries are based chiefly on groundfish (bottom-feeding 
fish), pelagics (midwater-dwelling fish), salmonids, molluscs, 
crustaceans and freshwater fish. In addition to providing an 
overview of the operations of the east coast, west coast and 
freshwater subsectors, this industry profile outlines the 
contribution from two auxiliary operations: reduction of fishery 
processing waste into fish meal and fish oil, and aquaculture 
to supplement wild resources through fish farming. 

The industry in 1990, as measured by Statistics Canada, 
comprised 460 establishments that employed 27 617 people. 
The east coast subsector accounted for 82 percent of total 
reported establishments (377) and 80 percent of total reported 
employment (22 124 people). The west coast subsector 
comprised 12 percent of establishments (57) and 16 percent 
of employment (4 388 people). The freshwater subsector 
accounted for a small amount of total industry activity, com- 
prising 6 percent of establishments (26) and 4 percent of 


Figure 1 — Total Fish Harvested, 1990 


employment (1 105 people). These statistics do not embrace 
the many smaller operations that are active only seasonally 
using mainly part-time workers. Data on plants making fish 
meal and fish oil by-products from industry wastes are included 
by Statistics Canada as part of the Atlantic or Pacific coast 
subsectors with which they are associated. Statistics on aqua- 
culture are not included as separate measures in the overall 
industry totals. 

Based on total landings of 1.647 million tonnes, the 
landed (dockside) value of the harvest from the east coast, 
west coast and inland fisheries used as inputs to processing 
activities in 1990 was $1 509 million. Groundfish made up 
the largest share, with landings of 789 994 tonnes worth 
$472 million, whereas pelagics and other finfish represented 
565 462 tonnes worth $427 million, shellfish accounted for 
246 435 tonnes worth $513 million, inland fisheries totalled 
45 500 tonnes and $78 million, while miscellaneous items 
of negligible volume were worth $19 million (Figure 1). 

Industry shipments of processed product from the 
eastern, western and inland fisheries in 1990 were worth 
$3 303 million. The east coast fishery accounted for 67 percent 
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Figure 2 — Distribution of Production, by Value, 1990 


of this processed production, the west coast fishery for 


29 percent, and the freshwater fishery for 4 percent (Figure 2). 


Fresh and frozen fish made up 37 percent of shipments, 
shellfish accounted for 26 percent, canned fish (mostly 
salmon) 11 percent, roe (mainly herring) 8 percent, salted 
fish (predominantly cod) 7 percent, smoked fish 1 percent, 
fish meal 1 percent, and other miscellaneous fish products 
such as cured fish, pickled fish and fish oil 9 percent. 

Exports of these products in 1990 were $2 626 million, 
accounting for 80 percent of industry shipments, placing 
Canada second only to the United States in value of fishery 
products exported. Fresh and frozen fish represented 44 per- 
cent of these exports, while shellfish comprised 25 percent. 
In 1990, 55 percent of total Canadian fishery exports by 
value went to the United States, 20 percent to Japan, 18 per- 
cent to the European Community (EC), 3 percent to other 
European countries, 1 percent to Central and South America, 
and 3 percent to other countries (Figure 3). 

Canada’s imports of fish and fishery products in 1990 
were much less than exports, amounting to $731 million. 
Shellfish products made up 49 percent of the total import 
value, principally species not harvested in Canadian waters, 
and came primarily from the United States. Canned tuna and 
fish for further processing were also significant imports. 
Much of the balance comprised finfish species not found 
in commercially significant quantities in Canadian fisheries, 
or brought in for further processing in Canadian plants to 
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Figure 3 — Destinations of Exports, by Value, 1990 


increase the capacity utilization of Canadian plants and 
improve their efficiency. The United States supplied 52 percent 
by value of total Canadian fishery imports, Central and South 
America 7 percent, the EC 5 percent, Japan 3 percent, other 
European countries 2 percent, and other countries 31 percent 
(Figure 4). 

The structures of individual components of the fishery 
products processing industry are described in more detail below. 


East Coast 

The Atlantic fishery historically has been dominated by 
groundfish, but shellfish now Surpass groundfish in landed 
value though not in tonnage. The continental shelf off Canada’s 
Atlantic coast provides an excellent habitat for groundfish 
such as cod, redfish (ocean perch) and haddock, as well as 
flatfish such as halibut, turbot, flounder and sole. To facilitate 
management of the resources in it, Canada in 1977 declared a 
370-kilometre (200-nautical-mile) exclusive fishing zone (EFZ), 
which has been recognized by the international Conferences 
on the Law of the Sea. The EFZ covers most of the continental 
shelf (Figure 5) and has allowed Canada to more effectively 
control the harvesting of major stocks of cod and other 
groundfish. 

Total east coast landings in 1990 were 1.297 million 
tonnes (79 percent of total Canadian landings), with a 
landed value of $953 million (63 percent of total Canadian 
landed value). In volume terms, groundfish made up the most 
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Figure 4 — Sources of Imports, by Value, 1990 


important share of this activity, accounting for 646 161 tonnes 
($388 million), of which 395 329 tonnes were cod. Also impor- 
tant were pelagic fish, which had landings of 423 407 tonnes 
($88 million), comprising mostly herring (260 450 tonnes) 
and capelin (126 930 tonnes). Shellfish, including scallops, 
lobsters, shrimp, crabs, clams, oysters and mussels, account- 
ed for 227 116 tonnes ($468 million) and were important 
because of their high unit value. The remaining $9 million 
was made up of miscellaneous marine plants and animals 
of negligible volume. 

Atlantic fishery processing amounted to $2 221 million 
(681 620 tonnes) in 1990, of which 39 percent by value 
comprised fresh or frozen fish, fillets or blocks, 36 percent 
shellfish, 11 percent salt fish (principally cod), 3 percent 
canned fish (mostly herring), 3 percent roe, and the remaining 
8 percent other fish products such as fish meal, fish oil, and 
smoked, cured and pickled fish. 

The east coast subsector consists of four large commer- 
cial companies, a Crown corporation and approximately 400 
small and medium-sized establishments. Two of the large 
companies, Fishery Products International Limited (FPI) and 
National Sea Products Ltd. (NSP), primarily process ground- 
fish but also operate their own trawler fleets or buy fish from 
independent fish harvesters. Both companies are export- 
oriented and have processing plants in both Canada and 
United States. Groundfish processing products include frozen 
cod blocks and fillets for further processing, as well as whole 
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Figure 5 — East Coast Fishing Area 


fish (usually eviscerated) and finished products specially 
prepared for foodservice or retail consumers. 

Clearwater Fine Foods Inc. is primarily a shellfish 
processor best known for its development of world markets 
for Canadian lobster. Shellfish are processed throughout 
Atlantic Canada and are sold in a variety of forms including 
live, fresh, frozen and canned. The fourth of the large companies, 
Connors Bros., Limited, is one of the world’s leading sardine 
canners. It also processes herring into a variety of frozen, 
canned and marinated products and is a major participant 
in salmon aquaculture. 

During the early development of fishery processing on 
Canada’s Atlantic coast, salting was the preservation technology 
of choice, and many communities depended on saltfish pro- 
duction as their only economic base. To assist the primary 
producers of saltfish in this subsector, the federal government 
in 1970 formed the Crown-owned Canadian Saltfish 
Corporation (CSFC), located in St. John’s, Newfoundland, to 
market all of the saltfish from Newfoundland, Labrador and 
the Lower North Shore of the St. Lawrence River in Quebec. 
Changing markets and the emergence of new processing 
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options for the producers such as freezing has changed the 
need for the CSFC, and its role is being reassessed. 

Most of the remaining 400 small to medium-sized 
companies process a single species, while others handle a 
range of species as each becomes available. This latter group 
includes a number of small and medium-sized companies 
that have developed specialized products for niche markets. 
Most of these smaller plants are seasonal, and many provide 
the only economic base for their communities. 


West Coast 

The west coast fishery processing subsector is based 
on five commercially important species of Pacific salmon, a 
pelagic fish. Herring is also an important resource of the west 
coast fishing area (Figure 6). 

Landings of the west coast fishery in 1990 were 305 207 
tonnes or 19 percent of total Canadian landings, and landed 
value was worth $478 million or 32 percent of total Canadian 
landed value. The higher landed value of the west coast fish- 
ery relative to its share of the volume of the total Canadian 
fishery was due to the high unit value of its principal species, 
salmon and herring. Salmon landings of 96 397 tonnes in the 
same year accounted for $263 million. Groundfish, primarily 
hake and redfish, had landings of 143 833 tonnes valued 
at $85 million. Herring landings at 41 056 tonnes, harvested 
principally for their roe, were valued at $73 million. Shellfish 
landings of 19 319 tonnes, principally of clams, oysters, 
shrimp and crabs, were valued at $44 million. Other fish 
and marine plants accounted for the remaining 4 602 tonnes 
of landings and $13 million of landed value. 

West coast processing shipments in 1990 were valued at 
$952 million (244 100 tonnes). Salmon, sold frozen, canned, 
fresh, smoked or roe, is the mainstay of the British Columbia 
fishery processing subsector, and was valued at $562 million, 
representing 59 percent by value of subsector shipments 
that year. Herring roe represented 19 percent of shipments, 
groundfish including flatfish 8 percent, shellfish 6 percent, 
and other fish products and marine plants 8 percent. 

Like its Atlantic counterpart, the west coast subsector is 
strongly export-oriented. The United States is the principal 
market for groundfish and shellfish. The United Kingdom 
accounts for half of the canned salmon exports, and Japan 
accounts for about 40 percent of the frozen salmon exports 
and virtually all of the herring roe production. About 50 per- 
cent of the Canadian canned salmon production is consumed 
in Canada. 

The Pacific subsector developed around the canning of 
salmon, which today is dominated by one large company, 
five medium-sized companies and one co-operative. Most 
of these enterprises also process other salmon and herring 
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Figure 6 — West Coast Fishing Area 


products, and some also prepare shellfish, aquaculture, 

smoked fish and groundfish products. About 100 small 

companies that tend to specialize in one or two products 
or at least to process limited product lines complement 

subsector production. 

Pacific herring are harvested almost exclusively for 
their high-quality roe, which is highly prized by the Japanese. 
Production of British Columbia herring roe in 1990 was 
valued at $177 million, and was produced almost entirely for 
the Japanese market. The Atlantic fishery has also begun to 
process herring roe, although it meets different specifications 
from British Columbia roe and is used by the Japanese for a 
different product. 


Freshwater 

The Canadian commercial freshwater fishery is significant 
in two areas: one based on the Great Lakes in Ontario and 
the other centred on the large lakes in southern Manitoba 
(Figure 7). Although the freshwater fishery is small in size, it 
is important because of the consumer appeal of its products 
in several niche markets and because it represents one of the 
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Figure 7 — Freshwater Fishing Area 


few economic activities throughout much of the territory it 
covers. The principal species harvested are perch, yellow 
pickerel, whitefish, smelt and sauger. 

The 1990 landings of the freshwater fishery were 
estimated by Industry, Science and Technology Canada 
(ISTC) at about 46 100 tonnes, having a landed value of 


$67.7 million. The value of each species varied considerably. 


For example, perch landings that year of 7 200 tonnes had a 
landed value of $20.4 million, while the whitefish landings 
were higher at 8 600 tonnes but with a lower landed value 
of only $10.1 million. Pickerel accounted for 7 200 tonnes 


worth $16.8 million, smelt for 8 100 tonnes and $3.6 million, 


sauger for 2 300 tonnes and $3.6 million, and other fish 
including pike and white bass made up the remaining 
12 700 tonnes worth $13.2 million 

The 1990 exports of freshwater fish were valued at an 
estimated $102.8 million (28 000 tonnes). The United States 
accounted for most exports, representing 72 percent of 
Canadian exports of freshwater fish between 1984 and 1988. 
The EC accounted for 13 percent of export value during this 
period, Japan 7 percent, Switzerland 5 percent, Finland 
2 percent, and other countries 1 percent. 

The firms in the Great Lakes segment are privately 
owned. The western segment, covering half the area of 
Canada spread across the Northwest Territories, the Prairie 
provinces and part of northwestern Ontario, falls under the 
exclusive jurisdiction of the Freshwater Fish Marketing 
Corporation (FFMC), a Crown corporation responsible for 
purchasing all legally caught fish of 15 designated species 


commercially harvested within its territory and for marketing 
the fish interprovincially and internationally. The FFMC was 
Set up after it had been determined that the area was too 
dispersed and that the individual businesses were too small 
to compete successfully in the marketplace. At present, the 
FFMC annually processes approximately 20 000 tonnes of 
fish from about 4 000 fish harvesters through a network 

of 80 lakeside buying stations and its processing plant in 
Winnipeg, Manitoba. 


Fish Meal and Fish Oil 

Fish meal and fish oil are by-products of fish processing 
operations, and their manufacture serves as a means of dis- 
posing of industry waste. Reduction of fish parts is becoming 
a more important function as public and industry concern for 
the protection of environmental quality increases and as other 
high-value opportunities such as pharmaceuticals and other 
chemicals derived from the waste are identified. 

Shipments of fish meal and fish oil in 1990 exceeded 
$47.2 million (82 300 tonnes). Fish meal shipments made 
up $40.6 million (68 020 tonnes) of the total, while fish oil 
shipments were $6.6 million (14 280 tonnes). 

Total exports of fish meal and fish oil in the same year 
reached $20.7 million (34 014 tonnes). Of these, the United 
States was the main destination of fish meal and fish oil 
exports, accounting for 77 percent of Canadian fish meal 
exports by value and 100 percent of fish oil exports. Imports 
that year were valued at $17.2 million (33 496 tonnes). Chile 
accounted for 78 percent by value of Canadian fish meal 
imports, while Japan accounted for 56 percent by value of fish 
oil imports. Canada is not a significant international competitor 
of countries such as Chile, Peru, Denmark and Iceland, which 
carry out a directed harvest of certain species for fish meal 
and oil production. This practice is not permitted in Canada 
because available species either are more profitably harvested 
for direct food use, or are considered to be an essential 
component of an aquatic food chain. 

The Atlantic fishery produces about 80 to 85 percent of 
the fish meal output from about 40 fish meal plants, with the 
balance from three plants in British Columbia. The five largest 
Canadian fish processors account for over 60 percent of fish 
meal production. The subsector is entirely Canadian-owned. 


Aquaculture 

Aquaculture in Canada is based principally on raising 
four species groups: salmon, trout, oysters and mussels. 
Ninety-eight percent of Canada’s commercial fish comes 
from the harvest of wild stocks, but farmed fish are becoming 
increasingly important for the supply and marketing of some 
species having a high unit value. Direct employment in the 
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farming of these species in 1990 was an estimated 1 885 workers 
(full-time equivalent). 

Salmon farming began as small-business enterprises, 
but high working capital needs and market price fluctuations 
forced out many small operators. Aquaculture now is con- 
ducted more by medium-sized to large businesses. Aqua- 
culture undertakings in 1990 comprised 42 growers of 
salmon in the area around the Bay of Fundy in New Brunswick, 
and 134 salmon farms in British Columbia located mainly in 
the Sechelt area just north of Vancouver as well as around 
Campbell River and Port Hardy on Vancouver Island. 

In order to broaden and diversify their markets, estab- 
lished British Columbia salmon processors have taken over 
many of the small companies. On the Atlantic coast, where the 
commercial salmon fishery is much smaller, larger companies 
and marketing groups entered into aquaculture operations as 
the activity grew. On both coasts, the primary market is the 
U.S. fresh fish trade, where competition is from Chilean and 
to a lesser extent Norwegian products. Canadian farmed 
salmon production in 1990 was 21 000 tonnes; aquaculture 
enterprises in New Brunswick and British Columbia supplied 
$75 million and $79 million, respectively. 

Trout aquaculture is located in many inland centres as 
well as coastal ones and is concentrated near major cities. 
About 3 500 tonnes of farmed trout were produced in 1990, of 
which 90 percent came from Ontario and Quebec. In addition, 
about 300 tonnes of farmed marine trout were harvested 
along the Pacific coast, and 225 tonnes were harvested on 
the Atlantic coast. 

Shellfish aquaculture is established on both the Atlantic 
and Pacific coasts. Mussels and oysters are the principal 
products on the Atlantic coast, while oysters are the chief 
Pacific coast shellfish product. Atlantic oyster production 
in 1990 was about 2 700 tonnes, of which 66 percent 
(1 780 tonnes) came from Prince Edward Island. The same 
province in the same year produced about 2 700 tonnes of 
mussels, 86 percent of Canada’s total production, with New 
Brunswick and Nova Scotia contributing most of the balance. 
There were about 260 B.C. oyster producers operating at 
some 435 sites and employing about 400 people in 1990, 
according to British Columbia government statistics. 

B.C. oyster production that year was 4 550 tonnes valued 
at $3.6 million. 


Performance 

The number of fishery products processing establishments 
grew steadily from 397 in 1984 to a peak of 472 in 1989, 
then fell to 460 in 1990 with the onset of the recent recession. 
Employment increased from 24 372 people in 1984 to 
about 31 100 people in 1987 and 1988, but decreased to 


Figure 8 — Shipments and Employment 


2/7 617 people in 1990, in line with the decrease in number of 
establishments (Figure 8). The performance of establishments 
and employment of firms engaged solely in aquaculture is not 
included in these figures. 

In volume terms, total industry shipments rose steadily 
from 699 360 tonnes in 1984 to 956 720 tonnes in 1990. 
With price fluctuations, however, the value of industry ship- 
ments followed a different pattern, first increasing significantly 
from $1 980 million in 1984 to $3 340 million in 1988, then 
levelling off at $3 303 million in 1990 (Figure 8). Similarly, 
whereas total landings of resource stocks grew from 1.284 
million tonnes in 1984 to 1.647 million tonnes in 1990, the 
landed value first rose strongly from $902 million in 1984 to a 
peak of $1 648 million in 1987, then faltered, reaching only 
$1 509 million in 1990. 

Both exports and imports have increased since 1984. 
Overall fish exports rose from $1 597 million (510 988 tonnes) 
in 1984 to $2 773 million (587 824 tonnes) in 1987, but 
dropped somewhat to $2.626 million (624 660 tonnes) in 
1990. Exports as percentage of shipments have remained 
high, ranging from 74 percent to 88 percent between 1984 
and 1990. Imports increased from $491 million (134 853 tonnes) 
in 1984 to peak at $787 million (202 774 tonnes) in 1989. 
Although the volume of imports in 1990 fell only slightly at 
2 percent to 198 873 tonnes, the value decreased by 7 percent 
to $731 million. 
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The industry record historically has been one of slow, 
long-term growth in both volume and real value. Within the 
industry, performance has varied from one fishery to another 
and in some instances has shown a strong cyclical tendency. 

One difficulty affecting the financial performance of the 
Canadian industry is the high overhead arising from over- 
capacity in both harvesting and processing operations. To 
some extent, this overcapacity is the consequence of depend- 
ence on a seasonally available resource of variable abundance. 
There is, moreover, additional excess capacity attributable 
to the common-property nature of the resource and the con- 
Sequent tendency for several enterprises to compete for the 
Same supply. Limiting the number of licences to address 
these problems is only partially effective, because techno- 
logical advances are improving the production capability 
of boats or plants already licensed. 


East Coast 

The Atlantic fishery has been extremely vulnerable to 
cyclical swings whose causes are complex and largely outside 
its control. In the early 1980s, an economic recession, high 
interest rates, increased energy costs and weak international 
markets led to a financial crisis in the Atlantic fishery that 
required government intervention to restructure and refinance 
this subsector in the face of the threat of a complete collapse. 
It was during the restructuring following this crisis that FPI 
and NSP were formed to replace a number of insolvent enter- 
prises. The subsector had three profitable years after being 
reorganized, but has been facing difficult times since mid-1989 
because of declining stocks of groundfish (especially northern 
cod) and weak markets for some shellfish and pelagic species. 


West Coast 

To a lesser extent, cyclical changes have affected the 
Pacific salmon fishery too. These cycles have been caused 
in part by swings in world economic conditions. Cyclical 
variations in the size of salmon spawning runs also have an 
impact. Variations in the spawning cycles among the five 
commercial species frequently may be mitigated when their 
highs and lows cancel, but aggravated when they reinforce 
one another. Since 1989, salmon markets have been adversely 
affected by heavy world production of farmed salmon and very 
large runs of salmon in Alaska. By late 1992, however, short- 
ages of salmon had developed in Europe, thus helping to 
absorb the increased production from North America. 

Exports of herring, capelin and other pelagic species vary 
according to supplies on the world market from other nations. 
Canadian quality, especially of herring roe, is excellent, and 
both Atlantic and Pacific roe hold a strong position in their 
respective Japanese markets. 


Freshwater 

The freshwater subsector, through the marketing efforts 
of the Great Lakes producers and the FFMC, has established 
markets in the United States, Japan and several European 
countries. Competition from farm-raised catfish and rainbow 
trout in the southern and central United States has hindered 
the development of Canadian frozen trout production, but fresh 
Canadian rainbow trout sells well in the foodservice market of 
major cities in Canada and the northern United States. 


Fish Meal and Fish Oil 

Fish meal operations are generally marginal operations, 
except when prices move well above the long-term trend. 
Between 1983 and 1990, although volumes produced 
remained relatively level, shipments values fluctuated widely 
between $21.9 million and $48.9 million. In line with the 
movement in prices, fish meal exports varied substantially in 
value but not in volume; as a share of shipments, however, 
they remained fairly steady at more than a third of annual 
production value. Conversely, the performance of fish meal 
imports has been continually upward from a negligible value 
in 1985 to 40 percent of the Canadian market value in 1990, 
to meet the demands for feed by the growing salmon farming 
enterprises in British Columbia. 

Fish oil produced during the same period remained fairly 
low relative to fish meal production, in the range of 6.5 to 
14 percent by value of total shipments of these by-products. 
In some years, however, both volumes and per-unit values 
fluctuated greatly. By 1990, whereas production volume had 
doubled over the 1983 level, shipments value had tripled. 
Consequently, whereas the volume of fish oil exports over the 
period fluctuated moderately, the value relative to shipments 
value fell steadily. Similarly, the volume increase in fish oil 
imports in 1990 was reflected in only a slight value increase, 
and a steady decline over the period in imports as a share of 
the Canadian market value. 


Aquaculture 

With the exception of warmwater shrimp, which do not 
grow in Canadian waters, all major shellfish groups, including 
coldwater shrimp, are harvested commercially by Canadians. 
Because of the high unit value of the product, shellfish are 
attractive choices for the application of aquaculture technology. 
Canadian mussels and oysters are grown under controlled 
conditions, and the quality of the resulting product is equal or 
superior to its wild-harvested counterpart. Aquaculture tech- 
nology is also applied to the handling of wild-caught lobsters; 
Clearwater Fine Foods pioneered the development of tech- 
nologies for supplying live lobster to any major world market 
12 months of the year. 
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Processors of other shellfish such as clams and scallops 
rely on wild-harvest supply, but experimental work on the cul- 
ture of many species is being carried out. Overall, Canadian 
shellfish are competitive in the world market for each species 
that is available to Canadian fish harvesters. 


Strengths and Weaknesses 


Structural Factors 

A number of structural factors affect the strength of the 
Canadian seafood and marine products industry. Consumption 
of fish and seafood products by Canadians is above the world 
average. However, the population base is small, and the 
harvest upon which Canadian fishery processing is based, 
although large, is confined to species indigenous to the 
temperate zone. These factors have led Canadian enterprises 
to rely heavily on export markets for products from our own 
fishery, and to import other fish products and species for 
further processing to complement domestic supplies for 
Canadian consumers. The development of these export 
markets has been aided by the proximity of the large U.S. 
market, by the marketing skills of the Canadian industry in 
identifying and developing international markets, and by the 
world market's recognition that Canada is a reliable supplier 
of high-quality seafood and marine products. 

Maximization of the industry's export potential, however, 
has been hampered by the decentralized, small-enterprise 
nature of the fisheries, which could not benefit fully from 
economies of scale in the application of technological and 
marketing development. The industry, with government sup- 
port, has responded to this situation by establishing larger, 
centralized fishery processing operations on the Atlantic and 
Pacific coasts and within the freshwater subsector and by 
forming marketing groups among the smaller companies so 
that they too are able to compete in world markets. 

The current supply of the most commercially sought- 
after species is limited. As well, business development 
Strategies based on maximizing the value-added potential 
that exists from the available resources is limited by the avail- 
ability of technological and marketing skills to accomplish 
this maximization. There are enough workers with adequate 
skills in the performance of traditional processing operations, 
but they need more training to handle newer, more sophisti- 
cated technology. At the management level, the infrastructure 
is weak in terms of developing new talent and assisting 
incumbent managers to upgrade their capabilities. All these 
needs are being addressed by the Seafood and Marine 
Products Sector Campaign (see “Sectoral Studies and 
Initiatives” on page 22) and by other government initiatives 


such as the Program for Export Market Development (PEMD) 
and the Atlantic Fisheries Adjustment Program (AFAP). 

The Canadian fishery processing industry depends on 
a seasonal and variable resource. One of the more serious 
problems facing it has been the lack of stabilization of the 
supply of fish in the face of natural cycles. Careful resource 
management is needed to control exploitation of most 
species. On the Atlantic coast, the inshore cod fishery season 
is restricted to the summer. Despite programs to bring in 
fish from offshore trawlers to extend their season, the plants 
depending on this resource are idle much of the year. The 
Pacific salmon and herring roe processors have been able to 
adjust more easily to the problem of seasonal supply because 
the harvest seasons for herring and the various salmon 
species are complementary and extend over a greater portion 
of the year. 

Seasonality is a factor in the other fisheries also, and 
several steps have been taken to offset this problem. The 
FFMC has assisted the fish harvesters whom it serves to 
develop winter fishing techniques. Nearly half of its production 
now takes place in the winter months, when fresh fish supplies 
are normally low and prices higher. Shellfish producers have 
developed technology to stagger the lobster moulting cycle so 
that some live product is available year-round. 


East Coast 

Canada’s resource management program is a compre- 
hensive combination of stock assessment, quota allocations, 
habitat protection as well as participation in international con- 
ventions and treaties governing the harvesting of migratory 
species. Groundfish stocks off Canada’s east coast increased 
two- to threefold from 1977 to 1989 as Canada assumed 
resource management responsibility within the 370-kilometre 
EFZ. However, because of a combination of natural variation 
and commercial harvesting, some stocks have grown more 
Slowly. In the case of the northern cod stock, an assessment ° 
by the Canadian Atlantic Fisheries Scientific Advisory 
Committee indicates that since 1989 there has been an abrupt 
reduction in the biomass of northern cod and particularly in 
the numbers of spawning age. 

Northern cod, which inhabits the area of the continental 
shelf east of Newfoundland and Labrador, is the single most 
important fishery in Atlantic Canada, having an estimated 
value to the Canadian economy of $700 million in 1991, a 
poor year. To protect this resource and restore its viability, 
quotas have been progressively reduced from 266 000 tonnes 
in 1988 to 185 000 tonnes at the outset of 1992. In recent 
years, actual catches by Canadian fish harvesters have been 
below quota. 
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Seriously eroded breeding stocks required the Depart- 
ment of Fisheries and Oceans (DFO) to impose a two-year 
moratorium commencing 1 July 1992 on the harvesting of 
northern cod as the only chance for the spawning biomass to 
recover quickly to its long-term average. The EC also estab- 
lished a moratorium on northern cod and flounder outside the 
370-kilometre limit. These moratoria apply to northern cod, 
representing 40 percent of the Newfoundland fishery. They do 
not apply to cod or flounder harvested outside the designated 
zones nor do they apply generally to non-designated species 
within these zones. 

In order to assist those people involved in fishing and 
fish processing during the moratorium period, policies have 
been put in place to assist workers and communities in 
adjusting. Capital assistance is being considered in several 
forms to assist vessel and plant owners. 

Canadian resource management policy is designed to 
allow for rebuilding fish stocks at a satisfactory rate, improving 
fishing opportunities for Canadians and discharging our inter- 
national obligations under the Law of the Sea and bilateral 
arrangements. Long-term prospects for the fishery processing 
industry, which depends on this resource, are positive, but 
include short-term cutbacks in operations and modifications 
in the long-range marketing plans of some companies that 
depend on continuity of supply to support expensive brand- 
name market development programs. 

Canada is not the primary supplier of pelagic species in 
most markets, and so producers have had fewer structural 
advantages than their volume-oriented competitors abroad. 
Canadian frozen herring fillets held a strong market position 
in Europe during the late 1970s when the North Sea and Baltic 
Sea stocks were depleted by overfishing. However, Canada 
has since lost market share in Europe now that the North 
Sea and Baltic Sea stocks have recovered and the European 
processors are once again purchasing fish caught locally. 


West Coast 

Canada’s strongest positions in the markets for pelagic 
fish are in canned sardines as well as in roe-bearing female 
capelin and, most importantly, roe herring. For many years, 
British Columbia has been the major supplier of high-quality 
salted herring roe (kazunoko) to the Japanese market. More 
recently, the Atlantic subsector has become a major supplier 
of frozen herring roe used in a flavoured roe product for which 
a new market is developing in Japan. Roe-bearing capelin, 
also produced for Japan, must compete with product from 
other countries whose fish are ready for market earlier. The 
Canadian fish, however, are generally preferred by many 
Japanese customers because of their larger size. 


Shellfish processing strengths include a diversified, 
well-managed resource from a clean habitat and easy access 
to a major market in the United States. Easy market access is 
particularly important when much of the product is sold live. 
Although shellfish production is inherently labour-intensive, 
which benefits producers in countries with low wage rates, 
this factor has not been a Serious impediment to the prof- 
itability of Canadian producers because of strong demand 
and relatively high margins. 

Although salmon accounts for only about 1 percent of 
the world’s commercial fish harvest, it is important because of 
its perceived quality and its role in the expansion of aquacul- 
ture to Serve major commercial markets. As Table 1 indicates, 
farmed salmon has increased its share of total world supply 
from 5 percent in 1985 to an estimated 30 percent in 1991. 


Table 1 — World Salmon Supplies 


(thousands of tonnes) 
* 1985 1986 1987 1988 1989 1990 19912 


Wild salmon 804 677 641 645 730 667 650 


Farmed salmon 45 71 85 141 215 28/7 283 


Total BA 740 726" 87868 O45 SoA dco 


apreliminary data. 

Source: J. Mojsej, Salmon Market Outlook (Ottawa: Department of Fisheries 
and Oceans, Economic and Commercial Analysis Report 81, January 
1991); and data supplied by the British Columbia Salmon Farmers 
Association, July 1991. 


Most salmon production is conducted in British 
Columbia, with small commercial landings of Atlantic salmon 
occurring in the Atlantic provinces and eastern Quebec. The 
growth of aquaculture enterprises in British Columbia and 
New Brunswick is helping to develop new markets for fresh 
salmon. Canadian canned and frozen salmon are generally 
considered to be equal or superior to competing foreign prod- 
uct. Part of this success Is attributed to restrictions requiring 
Canadian-caught fish to be landed only in a Canadian port 
and limiting exports of unprocessed and second-quality fish. 


Freshwater 

The most important structural factor affecting Canada’s 
freshwater fishery is the wide geographical dispersal of the 
resource. The Great Lakes segment is operated by a number 
of independent commercial fish harvesters. In Western 
Canada, the FFMC has developed a system for collecting, 
processing and marketing the output of 4 000 fish harvesters, 
some of whom work 3 000 kilometres from the FFMC plant in 
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Winnipeg. The balance of the freshwater fishery is dispersed 
over too great an area to be generally viable. 


Fish Meal and Fish Oil 

Production of fish meal and fish oil in Canada was 
established primarily to provide an outlet for processing 
waste from the food fishery. Because most of the facilities 
are generally old, outmoded and inefficient and because raw 
material supplies are variable, production costs frequently 
exceed market prices. Canadian producers often have difficulty 
competing on price with countries such as Chile, where 
certain species are harvested specifically for reduction into 
fish meal and fish oil. 


Aquaculture 

Canadian aquaculture benefits from its proximity to the 
U.S. market. Because the United States is unlikely to become 
self-sufficient in salmon, trout, oysters or mussels, the princi- 
pal species of Canadian aquaculture production, growth is 
expected to continue. 


Trade-Related Factors 

Transportation cost is one factor where proximity to the 
market represents a significant potential for advantage. Thus 
Canadian suppliers have a significant cost advantage over 
other suppliers to the U.S. market. As a result, over half our 
exports are sold in the United States. 

Although Canada’s per-capita consumption of seafood 
products is above the world average, Canada’s fishery 
processors depend on export markets for survival. Those 
markets have been successfully maintained by the east coast, 
west coast and freshwater commercial fisheries. More than 
60 countries buy some Canadian fish products and, in most 
years since 1979, Canada was the world’s leading exporter 
of fishery products. Total Canadian fishery exports as a 
percentage of shipments value fluctuated between 74 and 
88 percent during the period 1984 to 1990. Maintaining this 
position will depend on the level of fish stocks, on reduction 
and elimination of tariffs and non-tariff barriers (NTBs), on 
fluctuations in foreign exchange rates and on competitive 
pressures from other suppliers. 

The generally high tariffs on Canadian products set by 
the EC and Japan, on top of the costs of shipping greater 
distances, make supplying these markets more difficult for 
Canadian producers. One of Canada’s objectives in the multi- 
lateral trade negotiations under the General Agreement on 
Tariffs and Trade (GATT) is the elimination of these tariffs. 

. Australia prohibits or restricts importation of frozen 
and smoked salmon as well as uncooked fish. Australia is 
an important market for canned salmon and would probably 


be a major market for frozen and smoked salmon if these 
import restrictions were not in place. New Zealand, another 
important salmon market, also has restrictions on the impor- 
tation of frozen and smoked salmon. Negotiations to have 
these restrictions removed in both countries are currently 
under way. 

The bulk of Pacific groundfish exports are in fresh form 
to the U.S. market. Since the implementation of the Canada- 
U.S. Free Trade Agreement (FTA) on 1 January 1989, tariffs 
on fresh fish have been zero. Groundfish exports to Japan are 
Subject to quota restrictions and significant tariff protection. 
In the EC, Pacific halibut faces a tariff rate nearly double the 
rate applied to imports of the Atlantic species. The United 
Kingdom is the major market-for this product. 

Some shellfish products face high tariffs in major 
markets but, because of strong demand for the product, 
tariffs do not appear to limit trade significantly. 

All of Canada’s trading partners maintain tariffs and NTBs 
to some extent. The EC extends preferential tariffs to some, but 
not all, of its supplier nations and, for some products including 
cod, has a reference price system to protect its own fish har- 
vesters from what the EC considers to be unfair competition. 
This barrier essentially eliminates price as a marketing strategy, 
even when a lower price is justified by lower production costs. 

Other NTBs relate to labelling, product standards or 
health and safety controls. Unfairness arises when regulations 
are enforced in a manner that places imported products at a 
disadvantage. Perishable fish products, for example, may be 
quarantined by customs until microbiological examinations 
have been completed, by which time the product may have 
spoiled. The labelling and specifications problem with the 
United States is being further aggravated by petitions from 
nutrition and environment interest groups whose labelling, 
quality and specification requirements are considered to be 
unrealistic by Canadian and U.S. processors and are a matter 
of ongoing discussions. 

Another example of NTBs hindering international trade — 
occurs with the selective application of existing rules or 
regulations or the creation of inappropriate rules targeted at 
specific products. In 1991, for example, Canadian lobsters 
were barred entry to the United States because they did not 
comply with size regulations intended to protect American 
stocks from overfishing. 

Canadian export market performance has generally been 
aided by government support of the international marketing 
efforts of individual companies and industry associations. 
External Affairs and International Trade Canada (EAITC) 
has primary responsibility within the government for export 
marketing and, through the Trade Commissioner Service, 
maintains fish product specialists in Canadian embassies 
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and consulates that serve major fishery products markets. 
Officers in each of these foreign posts identify export opportu- 
nities and provide support to Canadian companies wishing to 
explore, develop or penetrate the market. In addition, EAITC 
operates programs to encourage and assist qualified fish 
processors to meet foreign buyers and participate in trade 
fairs where they can promote their products. Their efforts are 
Supported by the DFO and other government departments. 

Changes in the organization and trading practices of the 
EC following the economic integration of the member coun- 
tries on 1 January 1993 are generally regarded as favourable 
for the Canadian fishery. The establishment of common 
standards and trading regulations will simplify trade with the 
EC. The possible admission of additional countries to EC 
membership may give them a competitive advantage as sup- 
pliers, but this advantage will be lessened by the increasing 
global scarcity of the more popular groundfish species. The 
possible establishment of large multinational buyer groups 
within the EC may make it more difficult for small suppliers 
to negotiate favourable terms. 

Overall, relative to other countries that market seafood 
and marine products, Canada is competitive in quality, cost 
of production and reliability of supply. With the increased 
use of research and development (R&D) and technology, the 
processing industry should become even more competitive. 

Prior to the implementation of the FTA on 1 January 1989, 
tariffs on Canadian seafood and marine products exported to 
the United States were low or zero for most unprocessed fish, 
but up to 30 percent on some processed items. Approximately 
$444 million or 32 percent of Canadian exported seafood 
products were subject to U.S. duty. Correspondingly, approxi- 
mately $40 million or 15 percent of seafood products import- 
ed from the United States were subject to Canadian duty. 

High tariffs had discouraged Canadian exports of some highly 
processed products, leading some Canadian companies to 
- establish processing facilities in the United States. 

As of 1 January 1993, tariffs on processed seafood and 
marine products traded between Canada and the United States 
have been eliminated. Their removal helps Canadian fishery 
processors increase their market opportunities in the United 
States, their major export market, and gives them a competi- 
tive edge in the U.S. market over major competitors from 
Norway, Denmark and Iceland. Table 2 summarizes the main 
elements and impacts of the FTA. 

Several other elements of the FTA also benefit the indus- 
try. The FTA binational dispute settlement mechanism for 
antidumping and countervailing duty cases is particularly 
important. It places an emphasis on consultation and dispute 
resolution but includes the option of binding arbitration. U.S. 
countervailing and antidumping laws as well as associated 


rules and definitions have sometimes been interpreted in a 
way that limited the access of Canadian seafood products 

to the U.S. market. However, with U.S. countervailing and 
antidumping findings subject to review by a binational panel, 
Canadian exporters are assured that cases will be subject to 
impartial review on a timely basis. 

Under the FTA, quantitative trade restrictions taken for 
reasons such as supply shortages or resource management 
are applied to maintain traditional shares of the available 
resource. Certain provincial controls on the export of 
unprocessed fish are also protected under the FTA. 

The governments of both countries have agreed to 
maintain regulations to protect human, animal and plant life. 
Consistent with the need for technical regulations and stand- 
ards as well as the need to facilitate commerce, both countries 
are working to harmonize technical regulations. They have 
agreed not to use these technical standards to restrict trade 
in fishery products. This agreement is important because U.S. 
technical standards created through regulations have impaired 
some Canadian fishery exports in recent years. Among the 
most important restrictions are the U.S. Food and Drug 
Administration mercury content regulations for swordfish, 
possession limit requirements, particularly those stipulated by 
the New England Fisheries Management Council regarding 
Size limits for groundfish, lobster and scallop imports, as well 
as prohibitions by Minnesota and Michigan against the sale 
of cold-smoked fish. The continued use of technical standards 
that have the effect of restricting trade will be subject to the 
binational dispute settlement process. The removal of such 
technical barriers would enhance Canadian exports of fish to 
the United States. 

Foreign investment provisions of the FTA give equal 
treatment under future laws for foreign and domestic investors 
and firms of both countries. Foreign investment can improve: 


Table 2 — FTA Impact on Seafood and Marine Products 


Agreement Element 


Economic Impact 


significant benefits from increased value-added 
processing 


Tariff elimination 


Binational panel significant safeguard for fish exports 


Quantitative restrictions no major change 
Technical barriers to trade increased exports over time 


Foreign investment immediate competitiveness benefits from 


increased investment 


Overall agreement greater access to the U.S. market 
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the viability and competitiveness of the processing industry 
through the injection of equity capital, a more secure and 
diversified access to markets, technology transfer and the 
creation or maintenance of employment. 

The powers of the Minister of Fisheries and Oceans to 
ensure that Canadians obtain benefits from our fisheries 
resources remain intact. The FTA protects the current 
Canadian policy of restricting foreigners to a minority owner- 
ship of licensed Canadian vessels or of companies that own 
licensed vessels or hold enterprise allocations. There are no 
provisions in the FTA to permit direct or indirect access to 
Canadian stocks by U.S. fishing vessels. Moreover, Canadian 
government policies for granting foreign access to Canada’s 
fishing zone remain intact, including policies applying to 
“over the side” sales (direct sales by Canadian fish harvesters 
to foreign buyers). 

On 12 August 1992, Canada, Mexico and the United 
States completed the negotiation of a North American Free 
Trade Agreement (NAFTA). The Agreement, when ratified by 
each country, will come into force on 1 January 1994. The 
NAFTA will phase out tariffs on virtually all Canadian exports 
to Mexico over 10 years, with a small number being eliminated 
over 15 years. It will immediately eliminate Mexican tariffs on 
crabs, haddock and dried smoked fish. There will be a five- 
stage phase-out of tariffs on oysters as well as prepared and 
processed fish. The NAFTA will also eliminate most Mexican 
import licensing requirements and open up major government 
procurement opportunities in Mexico. It will also streamline 
customs procedures, and make them more certain and less 
Subject to unilateral interpretation. Further, it will liberalize 
Mexico's investment policies, thus providing opportunities 
for Canadian investors. 

Additional clauses in the NAFTA will liberalize trade in 
a number of areas including land transportation and other 
service sectors. The NAFTA is the first trade agreement to 
contain provisions for the protection of intellectual property 
rights. The NAFTA also clarifies North American content rules 
and obliges U.S. and Canadian energy regulators to avoid 
disruption of contractual arrangements. It improves the 
dispute settlement mechanisms contained in the FTA and 
reduces the scope for using standards as barriers to trade. 
The NAFTA extends Canada’s duty drawback provisions for 
two years, beyond the elimination provided for in the FTA, 
to 1996 and then replaces duty drawback with a permanent 
duty refund system. 


Technological Factors 

The Canadian fishery processing industry has kept 
pace with its international competitors, despite the fact that 
its seasonality has not made capital-intensive innovations an 


attractive investment choice. Nevertheless, the industry has 
adopted technologies that make processing more efficient and 
products less costly to manufacture. Canadian processing 
companies have also been world leaders in the development 
and adoption of new technologies that relate to the health 

and safety aspects of their products, a policy that contributes 
to the esteem with which Canadian products are held in 

world markets. 

Because fish are highly perishable, product quality is 
very sensitive to the nature of the raw material and the manner 
in which it is handled during harvesting, processing and 
marketing. Canadian companies have faced this challenge 
by adopting total quality management techniques such as 
boxing at sea, which reduces direct handling of the fish, 
and freezing or even processing at sea to prevent spoilage. 
Although none of these procedures is unique to Canada, 
the fact that they have been adopted is indicative of the 
importance that Canadian fish processors assign to quality. 

A 1991 Fisheries Technology Mission to Europe spon- 
sored by ISTC found that European countries spent more 
money on, and had more industry involvement in, fisheries- 
related R&D than is the case in Canada. The mission reported 
no fundamentally new technology and noted that the high rate 
of adoption of technological innovation in Europe could be 
explained in part by high wage rates that encouraged mecha- 
nization. On the other hand, preservation technologies, which 
are critical to the Canadian seafood and marine products 
industry because of the long distances that the product must 
travel across the country, are not as important in Europe. 

Technological development, particularly when its 
Objective is related to new product development, is frequently 
conducted in confidence by individual companies. Several 
Canada Awards for Business Excellence have been made by 
ISTC to Canadian fish processors for innovations directly or 
indirectly related to new product development. 

Canadian companies or entrepreneurs have been world - 
leaders in the development and adaptation of technologies 
to improve the marketability of live lobsters, to open up the 
freshwater fishery in Northern Canada to year-round operation 
through winter fishing techniques, and to operate aquaculture 
enterprises under Canadian conditions. A Canadian firm was 
the first company to commercially adapt the Japanese process 
of making imitation crab sticks from surimi (a fish paste 
material popular in Japan for a range of fish-based food and 
snack products) using small cod, a previously underutilized 
resource. Canadian processors have also applied advances 
in processing, packaging and distribution technology to 
prolonging shelf life, thus permitting the extension of market 
boundaries and the development of new products such as 
microwavable convenience foods. 
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Other Factors 

Wild fisheries are common property resources in which 
individual firms have no proprietary rights, and depend on 
regulatory control by government for resource management. 
Moreover, because industry output is primarily a food prod- 
uct, firms face additional regulatory control for the protection 
of public health. Concern for environmental protection has 
also prompted regulations. These regulations are accepted, 
even welcomed, by the industry because it recognizes 
their benefits. 

DFO regulations do not allow companies with more than 
49 percent foreign ownership to hold fishing licences. These 
regulations assure Canadian control of the industry, but they 
also limit access to investment capital by vertically integrated 
Canadian processors who operate their own fishing vessels. 

One of the most important positive factors affecting 
Canadian fishery processing has been the quality of the 
habitat from which its raw material resource is obtained. This 
factor is particularly significant for shellfish processors, which 
depend on clean inshore sites, and for the freshwater fishery, 
which, in its marketing, capitalizes on the pristine image of 
Canada’s northern lakes and rivers. 


Evolving Environment 


The historical resource-driven performance strategy of the 
Canadian fishery processing industry is shifting rapidly toward 
a more consumer-oriented, market-responsive approach. This 
transition is facilitated by a number of factors. The FTA, by 
removing the tariff barrier on processed fish products to the 
United States, is allowing the Canadian industry to exploit its 
ability to develop and produce new, innovative products. The 
DFO Enterprise Allocation (EA) Program assigns a portion 
of an overall species quota to individual companies, thus 
allowing those companies to schedule their harvesting 
more efficiently with respect to processing capacity and 
market needs. 

The growth of aquaculture provides the opportunity to 
reduce the effect of the seasonal and variable supply in the 
wild harvest, thereby permitting more effective long-term 
marketing programs because of the greater reliability of supply. 
Selective breeding and careful husbandry are improving the 
overall quality of several key species, particularly salmon and 
shellfish, raised in aquaculture. In addition, biotechnology 
and genetic engineering offer the possibility of developing 
fish and shellfish with specific attributes that are attractive 
to consumers, with superior growth rates and with disease- 
resistance qualities. 


Another promising area is the extraction or derivation of 
high-value products such as pharmaceuticals or chemicals 
from the wastes of fish processing plants. 

Demand for fishery products will continue to depend on 
changing tastes, health considerations, income growth, the 
price of alternative protein sources and the marketing skills 
of the industry. Resource availability and its management will 
also remain key issues. 

Most major species are now being harvested at, or close 
to, their maximum sustainable levels. In some instances, such 
as in cod fishing, it has been necessary to reduce catch quotas 
significantly below demand levels in order to keep key stocks 
viable. Even with the authority implicit in the EFZ, Canada has 
difficulty controlling the effects of foreign fishing, particularly 
for migratory species such as salmon on the west coast or 
groundfish on the east coast, where their habitat straddles 
the EFZ boundary. These issues are being addressed through 
Canadian participation in international conventions and 
treaty agreements and through negotiations with other 
fishing nations. 

Because about 80 percent of Canada’s fishery products 
are exported, changes in other countries are important. For 
example, the Westernization of urban Japan since World War II 
has resulted in an increased number of households with both 
adults working outside the home. This has fostered a change 
in attitude toward, as well as an increase in the need for, prod- 
ucts such as convenience foods. Canadian fish processors 
have been able to exploit several new product opportunities 
based on an awareness of this cultural development. 

Opportunities for increased penetration of the food 
protein market have also arisen from public perception of fish 
as a healthier food than some alternative choices. Publicity 
Surrounding the announcement in the New England Journal 
of Medicine that omega-3 fatty acids commonly found in 
fish apparently reduce the risk of heart attacks has helped 
to strengthen this image. 

Improvements in packaging, storage and transportation 
technology all provide growth potential for the industry by 
facilitating reliability of service and protection of quality 
Over an increasingly broader market. For example, live Nova 
Scotia lobsters are routinely available in Tokyo because of 
an integrated system involving producers, airlines, customs 
brokers, health inspectors and retailers. 

Issues related to the protection of environmental quality 
will become increasingly important. Fish processors share the 
concern of other food processors in the matter of choosing 
acceptable packaging and managing processing wastes and 
by-products. Although fish are highly perishable and require a 
higher level of protection than other foods, fish packaging is 
generally not wasteful. The treatment of process effluent and 
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the cost-effective use of inedible or unused portions of the 
fish carcass is a greater challenge because of the perishability 
of the material and the decentralized nature of many of the 
operations. Research to develop a cost-effective solution is 
being done; without it, the industry cannot remain competitive 
in foreign markets where not all competitors are as advanced 
as Canada in the application of environmental protection rules. 

The commercial fishery shares some species resources 
with the sports fishery and the Aboriginal subsistence fishery. 
All three fisheries generally co-exist with only minor conflict 
except in areas such as British Columbia, where unresolved 
Aboriginal treaty rights have complicated the issue of 
reSOurce access. 


Competitiveness Assessment 


Canada has one of the best harvesting and fishery 
processing inspection services in the world. This fact, 
coupled with the image of its resources coming from clean, 
cold waters, has given the Canadian industry an international 
reputation as a reliable supplier of consistently high 
quality product. 

With the guidance of the International Trade Centres of 
EAITC, many Canadian suppliers have learned how to assess 
a market, analyze its opportunities and provide or develop 
new products. Herring roe, for example, is sold almost exclu- 
Sively in Japan, and Canadian processors have tailored their 
product to adhere strictly to the specifications of the Japanese 
market. As a result, British Columbia salted herring roe 
holds a dominant position in the upscale Japanese market for 
kazunoko, the most expensive grade of herring roe used in 
traditional New Year celebrations and popular for year-end 
gift giving. Other roe products, including Atlantic herring 
roe, which is used in a processed convenience product, are 
also competitive in Japan on the basis of quality and price. 
Increased labour costs and actual labour shortages in Japan 
have created a capacity to further increase the Canadian 
value-added content by processing finished herring roe 
products in Canada instead of in Japan. 

Other products or species are marketed on a much 
broader base, both in terms of form and diversity of market. In 
such instances,.Canadian processors have found that because 
of factors such as location, competitive supply sources, tariffs 
and other regulatory constraints, it is easier and more prof- 
itable to compete in some markets than in others; hence the 
very strong Canadian presence in the U.S. market. The FTA 
and NAFTA are expected to have a positive effect on the com- 
petitiveness of Canadian fish exporters in North American 


market, particularly for more highly processed product 
forms for which current tariffs are highest. 

Because of its proximity, size and cultural affinity, the 
United States has been the major market for most Canadian 
fish products for many decades. Groundfish is one of the 
most important categories. Scandinavian and Icelandic 
processors present competition with high-quality groundfish 
and, at the low end of the quality scale, with less expensive 
species such as hake. There is also competition from some of 
the huge Alaska pollack resource in the Gulf of Alaska that is 
now being diverted by American processors from production 
of surimi to low-cost fillets. The Canadian industry response 
has been to shift the use of the limited supplies of cod toward 
more highly processed product forms where the quality of cod 
is better exploited and profit margins more easily maintained. 

Overall, Canadian salmon products are internationally 
competitive. Processors face competition from Chilean and 
Norwegian farm-raised salmon at the premium end of the 
frozen salmon market and from large volumes of Alaska 
salmon at the low end. Canadian canned salmon is recognized 
as a reliable, high-quality product in world markets. Frozen 
salmon is also kept competitive by ensuring continuity of 
supply to such key customer groups as the hotel and 
restaurant trade. 

Salmon aquaculture, which extends the fresh fish season 
and offers better control over supply, will further strengthen 
the competitive position of the industry. Other segments of 
the industry are similarly competitive on a world scale or have 
established market positions appropriate to their particular 
capabilities. Canadian processors do not attempt to compete 
in markets for species or products where problems of supply 
or cost of production preclude their being competitive. 

During the 1980s, some fundamental changes took place 
that will affect the extent and direction of the development of 
the Canadian seafood and marine products during the 1990s 
and beyond. In this period, harvesting of many commercially 
attractive marine species approached, and in some instances 
has already reached, the sustainable natural yield level. 

This development is intensifying competitive pressures to 
make greater use of underutilized species for processing 
and marketing. 

Aquaculture, which for centuries has been an artisanal 
fishery in Asia, is becoming a significant supplier of many 
high-unit-value fish and shellfish of commercial importance. 
An examination of aquaculture research now in progress indi- 
cates that husbandry techniques will become commercially 
viable for several other species also. The species themselves 
will be modified through selective breeding and genetic 
engineering to further improve their commercial viability 
and consumer appeal. 
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Systems currently being established in Canada for more 
effective storage, transportation and merchandising of fresh 
fish will further improve the competitive position of fish as a 
main-dish item. A limit in the supply of raw fish will provide 
incentive for development of further “consumer friendly” 
convenience products designed for targeted domestic and 
export markets. Elimination of tariffs on 1 January 1993 on 
processed fish products entering the United States provides 
opportunity for further development of value-added products 
in Canada. 


For further information concerning the subject matter 
contained in this profile or on the ISTC initiative listed 
on page 22, contact 


Food Products Branch 

Industry, Science and Technology Canada 

Attention: Seafood and Marine Products — Overview 
235 Queen Street 

OTTAWA, Ontario 

K1A OH5 

Tel.: (613) 941-4263 

Fax: (613) 941-3776 


PRINCIPAL STATISTICS 


1984 1985 1986 1987 1988 1989 1990 

Canada Total a ; ; ‘a. 7 : i a a 
Establishments? 397 390 404 414 453 472 460 
pee 04 372 26 964 28.934 31 1m 31 086 : 30 498 2 617 ? 
CHORE! | a : = ee 

($ millions) 1 980 2 476 2 956 3 146 3 340 1220 3 303 

(thousands of tonnes) 699 792 804 860 881 899 957 
nie value® ($ millions) 902 1131 1 358 1 648 [ 1 628 4 496 7 1 509 i 
Landings? (thousands of tonnes) 1 284 1 446 ils 1568 1 653 1606 1 847 
East Coast 
Establishments® 331 324 335 344 371 383 3/7 
Employment® 20 830 fe 22 522 2 338 29 950 29 470 1 582 ; 22 124 
Shipments? / —s : eon 

($ millions) 1 393 1617 2 059 2217 2 249 2 144 2221 

(thousands of tonnes) 540 599 597 606 642 640 682 
Landed value® ($ millions) 597 688 878 ; lalate 1012 960 953 
Landings® (thousands of tonnes) 1072 1 188 1245 1 265 i 339 ¥ 272 | 1 297 
West Coast 
Establishments® 49 47 47 48 59 62 eye 
Employment® 2 972 3 695 3 788 4 156 4 447 3.620 4 388 
Shipments? : pian | ee 

($ millions) 467 728 167 798 956 946 952 

(thousands of tonnes) 126 158 174 219 207 224 244 
eis value® ($ millions) 243 378 402 442 934 “454 a 48 : 
Landings? (thousands of ane 169 214 : 36 283 305 


222 


266 


4See Food Industries, Statistics Canada Catalogue No. 32-250, annual (SIC 1021, fish products industry). Data exclude smali enterprises as well as enterprises 


engaged solely in aquaculture. 


>Data on shipments, landed value and landings are from Department of Fisheries and Oceans, Canadian Fisheries Statistical Highlights, annual. Pacific coast figures 
were provided by the Ministry of Agriculture, Fisheries and Food, Province of British Columbia. Data exclude aquaculture. 


See Food Industries: Fish Products Industry, Statistics Canada Catalogue No. 32-250B, annual (SIC 1021, fish products industry). 


TRADE STATISTICS? 


1984 1985 1986 1987 1988° 19895 1990 


Exports 


($ millions) 1 597 1 859 2 433 2473 2701 2 401 2 626 

(thousands of tonnes) 511 556 595 588 617 601 625 
Domestic shipments 

($ millions) 383 617 523 373 639 824 677 

(thousands of tonnes) 188 236 209 272 264 298 332 
Imports® 

($ millions) 491 496 616 697 737 787 731 

(thousands of tonnes) 1s 136 152 AT 176 203 199 
Canadian market 

($ millions) 874 i itls! 1139 1070 1376 1611 1 408 

(thousands of tonnes) 323 372 361 449 440 501 531 
Exports (% of shipments value) 81 75 82 88 81 74 80 


4Export and import data are from Statistics Canada, International Trade Division, as cited by Department of Fisheries and Oceans, Canadian Fisheries Statistical 
Highlights, annual. Data include all commercial fish and shellfish products and other marine products (e.g., marine plants) but exclude aquaculture. 


lt is important to note that data for 1988 and after are based on the Harmonized Commodity Description and Coding System (HS). Prior to 1988, the shipments, 
exports and imports data were classified using the Industrial Commodity Classification (ICC), the Export Commodity Classification (XCC) and the Canadian 
International Trade Classification (CITC), respectively. Although the data are shown as a continuous historical series, users are reminded that HS and previous 
classifications are not fully compatible. Therefore, changes in the levels for 1988 and after reflect not only changes in shipment, export and import trends, but also 
changes in the classification systems. It is impossible to assess with any degree of precision the respective contribution of each of these two factors to the total 
reported changes in these levels. 


°Data include fish caught by other countries and imported for processing in Canada. 


1984 1985 1986 1987 19885 1989 1990° 


United States a | 56 54 51 52 47 47 52 
PCC Tay | ; . 4 3 8 6 | 6 4 5 
Other Soon: ; : 7 ; 5 2 2 1 2 3 2 
can An South America | 8 10 7 ) 9 . 8 7 
Japan | : . i 7 7 6 6 4 3 
Other Sw. 20 19 25 26 30 34 | 31 


‘Data are from Statistics Canada, International Trade Division, as cited by Department of Fisheries and Oceans, Canadian Fisheries Statistical Highlights, annual. 


>Although the data are shown as a continuous historical series, users are reminded that HS and previous classifications are not fully compatible. Therefore, changes in 
the levels for 1988 and after reflect not only changes in import trends, but also changes in the classification systems. 


DESTINATIONS OF EXPORTS? (% of total value) 


1984 1985 1986 1987 1988° 1989° 1990° 


United States 61 61 59 59 52 54 59 
European Community 13 14 : 45 — 16 ; 17 en 2a 18 
Other European countries : 3 2 2 S 2 3 3 ; 3 
Central and South America 4 3 : 3 = 3 3 3 ; 4 
Japan 15 17 18 7 22 21 i 20 
Other 4 3 3 3 3 = - 3 


4Data are from Statistics Canada, International Trade Division, as cited by Department of Fisheries and Oceans, Canadian Fisheries Statistical Highlights, annual. 


OAlthough the data are shown as a continuous historical series, users are reminded that HS and previous classifications are not fully compatible. Therefore, changes in 
the levels for 1988 and after reflect not only changes in export trends, but also changes in the classification systems. 


REGIONAL DISTRIBUTION (1990) 


East Coast@ West Coast Freshwater 
Establishments® (% of total) 82 12 6 
Employment? (% of total) 80 16 4 


Shipments® (% of total) 67 29 4 


aAtlantic data include Quebec. 
See Food Industries: Fish Products Industry, Statistics Canada Catalogue No. 32-250B, annual (SIC 1021, fish products industry). 
°See Canadian Fisheries Statistical Highlights, Department of Fisheries and Oceans, annual. 
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MAJOR FIRMS 


Name Country of Location of 
ownership major plants 
East Coast 
Clearwater Fine Foods Inc. Canada Alder Point, Nova Scotia 
Arichat, Nova Scotia 
Bedford, Nova Scotia 
Clarks Harbour, Nova Scotia 
Connors Bros., Limited Canada Blacks Harbour, New Brunswick 
Fishery Products International Limited Canada Burin, Newfoundland 
Marystown, Newfoundland 
St. Anthony, Newfoundland 
National Sea Products Ltd. Canada Arnold’s Cove, Newfoundland 
Bridgewater, Nova Scotia 
Lunenburg, Nova Scotia 
West Coast 
Bella Coola Fisheries Ltd. Canada Delta, British Columbia 
British Columbia Packers Ltd. Canada Richmond, British Columbia 
Prince Rupert, British Columbia 
Canadian Fishing Company Ltd. Canada Vancouver, British Columbia 
Lions Gate Fisheries Ltd. Canada Delta, British Columbia 
J.S. McMillan Fisheries Ltd. Canada Vancouver, British Columbia 
Prince Rupert, British Columbia 
Ocean Fisheries Ltd. Canada Vancouver, British Columbia 
Prince Rupert Fishermen’s Canada Prince Rupert, British Columbia 
Co-Operative Association 
Freshwater 
Canada Winnipeg, Manitoba 


Freshwater Fish Marketing Corporation 


(continued) 
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MAJOR FIRMS (continued) 


Name Country of Location of 
Ownership major plants 


Fish Meal and Fish Oil 


British Columbia Packers Ltd. Canada Richmond, British Columbia 
Comeau’s Sea Foods Limited Canada Saulnierville, Nova Scotia 
Connors Bros., Limited Canada Blacks Harbour, New Brunswick 


Isle aux Morts, Newfoundland 


Fishery Products International Limited Canada Burin, Newfoundland 
Catalina, Newfoundland 
Harbour Breton, Newfoundland 
Marystown, Newfoundland 
St. Anthony, Newfoundland 


National Sea Products Ltd. Canada Lunenburg, Nova Scotia 
La Scie, Newfoundland 


West Coast Reduction Ltd. Canada Vancouver, British Columbia 


Aquaculture 


Atlantic Silver Co-Operative Ltd. Canada St. George, New Brunswick 

British Columbia Packers Ltd. Canada Richmond, British Columbia 

Connors Bros., Limited Canada Blacks Harbour, New Brunswick 

General Sea Harvest Canada Ltd. Finland Surrey, British Columbia 

P.E.I. Mussel Farms Incorporated Canada Morell, Prince Edward Island 

Pacific Aqua Foods Ltd. Canada Brougham Point, British Columbia 
. (Subsidiary of National Sea Products Ltd.) Horn Point, British Columbia 


Port Hardy, British Columbia 
Thurlow Point South, British Columbia 
Vancouver, British Columbia 


Sea Farm Canada Inc. Canada/Norway Campbell River, British Columbia 
Sussex, New Brunswick 


ee 


INDUSTRY ASSOCIATIONS 


Aquaculture Association of Canada 
P.O. Box 1987 

ST. ANDREWS, New Brunswick 
EOG 2X0 

Tel.: (506) 529-4766 

Fax: (506) 529-4274 


British Columbia Salmon Farmers Association 
Suite 506, 1200 West Pender Street 
VANCOUVER, British Columbia 

V6E 259 

Tel.: (604) 682-3077 

Fax: (604) 669-6974 


British Columbia Salmon Marketing Council 
Suite 625, 5960 No. 6 Road 

RICHMOND, British Columbia 

V6V 121 

Tel.: (604) 273-4213 

Fax: (604) 273-0500 


Canadian Association of Fish Exporters (CAFE) 
Suite 602, 71 Bank Street 

OTTAWA, Ontario 

K1P 5N2 

Tel.: (613) 232-6325 

Fax: (613) 232-7697 


SECTORAL STUDIES AND INITIATIVES 


Fisheries Council of British Columbia 
Suite 706, 1155 Robson Street 
VANCOUVER, British Columbia 

V6E 1B5 

Tel: (604) 684-6454 

Fax: (604) 684-5109 


Fisheries Council of Canada 

Suite 806, 141 Laurier Avenue West 
OTTAWA, Ontario 

K1P 5J3 

Tel.: (613) 238-7751 

Fax: (613) 238-3542 


Lake Erie Fish Packers and Processors Association 
P.O. Box 153 

ERIEAU, Ontario 

NOP 1NO 

Tel: (519) 825-7120 

Fax: (519) 825-3163 


Ontario Fish Producers’ Association 
P.O. Box 2129 

BLENHEIM, Ontario 

NOP 1A0 

Tel.: (519) 676-0488 

Fax: (519) 676-0944 


For further information on the following initiative, contact 
Industry, Science and Technology Canada (see address on 
page 16). 


Seafood and Marine Products Sector Campaign 

In 1990, Industry, Science and Technology Canada (ISTC) 
launched a Seafood and Marine Products Sector Campaign. 
Sector campaigns are initiatives by ISTC conducted jointly 
with the private sector, other levels of government and other 
federal departments to improve the long-run international 
competitiveness of industry sectors. The Seafood and Marine 
Products Sector Campaign contains initiatives related to 

the development of markets, technology, aquaculture and 
human resources. 


For copies of the studies and VHS videotapes prepared under 
this Campaign, contact 


Food Products Branch 

Industry, Science and Technology Canada 
Attention: Seafood and Marine Products Directorate 
235 Queen Street 

OTTAWA, Ontario 

K1A OH5 

Tel.: (613) 954-2926 

Fax: (613) 941-3776 


Printed on paper containing recycled fibres. & 
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